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Grilli Property Group Inc. is involved in the promotion and sale of land with considerable 


residential development potential as well as in building homes. For over 30 years, Grilli 


has provided residential communities with know-how and creativity in carrying out real 


~~ 


estate projects focused ona superior quality of life. The Company’s shares trade on the 


TSX Venture Exchange under the ticker symbol GG. 


Financial Highlights 


(In thousands of dollars, except per share amounts 
and financial ratios) 


Results 
Revenues 
EBITDA (a) 
EBT (b) 
Net earnings 
Earnings per common share 


Cash Flows 
Cash Flow provided by operations 
Cash Flow provided by land costs recovered through sales 
Acquisitions and capitalized costs on land 
Net change in cash and cash equivalents 


Financial position 
Land held for development 
Mortgage loans 
Shareholders’ equity 
Book value per common share 
Total assets 


Financial ratios 
Net earnings margin 
Incurred interest coverage by EBITDA 
Mortgage loans on total assets 


(a) EBITDA: Earnings before interest, income taxes and amortization 
(b) EBT: Earnings before non recurring items and income taxes 


For the years ended August 31 


2002 


$ 47,545 
8,367 
7,967 
8,611 

0.60 


$ 8,109 
14,204 
(19,774) 
(433) 


$ 19,050 
2,844 
20,991 
co 
35,970 


18.1% | 


35:2 X 
79% 


2001 


$ 38,612 
10,724 
10,227 
11,706 

0.88 


$ 10,443 
14,220 
(20,513) 
1,778 


$ 12,096 
7,158 
19,380 
1.36 
33,818 


303% 


18.8 x 


Ceo 


2000 


$ 6,049 
1,489 
1,146 
2,384 

0.20 


$ 919 
3,101 

(4,918) 

747 


$ 5,803 
3,316 
55395 

0.41 
10,056 


$ 
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“An award-winning year 
for our vision of real estate” 


In fiscal 2003, Grilli once again showed that hard work, cre- 
ativity and commitment to its communities are an integral 
part of its vision of real estate. But in addition, it received the 
recognition of its peers and customers, as well as the busi- 
ness community, for its business model and efforts. First of 
all, in February 2003, Grilli received the prestigious DOMUS 
award from the APCHQ in the “Residential Development 
of the Year” category for the Fontainebleau project in 
Blainville. In April, it was proud to accept the “Consumers’ 
Choice” award in the “Home Builder” category, following a 
survey conducted by Léger Marketing. Lastly, the Montreal 
Business Magazine included Grilli in its list of the top 30 best 
performing publicly traded companies in Quebec, a ranking 
based on various financial indicators. This distinction casts 
a bright light on its entire personnel and fuels its relentless 
desire to continue developing custom-made projects for the 
wellbeing of its community. 


At the operational level, fiscal 2003 showed that Grilli was 
able to rely on the contribution of each of its divisions to 


post outstanding results. While home sales declined by 


nearly 30% compared with those of last year, due to the 
shortage of land available for residential construction in 
the sectors served by Grilli, land sales jumped by more than 
48%. The combination of these achievements allowed the 
Company's sales to pass the $50 million mark. 


The quality of the real estate projects designed and devel- 
oped by our personnel, the wealth of our land assets port- 
folio and the continuing favourable climate in the construc- 
tion sector all contributed to the financial success of the past 
year. 


Thus, for the year ended August 31, 2003, Grilli posted rev- 
enues of $50.2 million compared to $47.5 million in 2002. 
Land sales helped offset the drop in activities in the residen- 
tial construction sector. However, an upturn in house prices 
due to changing market conditions allowed this division to 
significantly increase its operating margins. 


Net earnings for 2003 stood at $11.2 million or $0.79 per 
common share, up 30% over the $8.6 million or $0.60 per 
share posted in 2002. This performance can be attributed 
mainly to the higher profit margins recorded for land 
sales than for home sales which, applied to proportionately 
higher sales, generated an overall improvement in the gross 
profit margin. 


Grilli also boosted its assets to more than $50 million. The 
acquisition of land with strong development potential within 
the city and on the North Shore of Montreal and the start- 
up of the Alta Vista luxury condominium project added to 
the already substantial value of its assets. 


Grilli marketed 4.2 million square feet of residential lots 
during the past year. This activity, combined with bulk lot 
sales, generated $32.5 million, or 65% of its sales. The 


2002 DOMUS Award 


“Residential Development 
of the Year” 


Le Fontainebleau project 


development of land with strong residential development 
potential constitutes the cornerstone of its overall 
operations and stands it in good stead for years to come. 
For such an activity to be successful, it is imperative that 
each real estate project satisfy the highest planning and 
environmental friendliness and the quest for a superior 
quality of life. Grilli remains deeply convinced that it has a 
winning approach. 


Le Fontainebleau: a time-honored project 


The reputation of Le Fontainebleau in Blainville is now 
firmly established. Designated the number one residential 
development in Quebec, this large-scale project continued 
its expansion this year. Spread over five sectors, no fewer 
than 218 lots were serviced during this period, all offering 
the same natural attributes and bordered by a lush forest or 


generous green space. These lots surround the Fontainebleau 
Golf Club, owned by the elite Club Link, which welcomed its 
first golfers last summer. Standard bearer of Le Fontainebleau, 
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the golf club confirms Le Fontainebleau’s status as a unique 
real estate project. 


This project will remain very active in 2004: nearly 280 lots 
will be developed in the charming sectors of Lourmarin, De 
Braine, De Vitré and De Lindoso. Overall, more than 1,300 
families have taken up residence on the project since its 
beginning, contributing to Blainville’s real estate heritage, 
which is measured in hundreds of millions of dollars. 


In Pierrefonds, Square Dauville follows the trail blazed 
by previous projects. 


Buoyed by its recent success in the Montreal borough of 
Pierrefonds, Grilli launched the Square Dauville project, 
which was developed in partnership with a reputable local 
builder. This project, phase 1 of which comprises a total of 
120 lots, attracted buyers very rapidly for the 70 developed 
by the Company. Obeying the same rules as previous 
projects, Square Dauville was designed to promote access 


to public and commercial services, without compromising its 
tranquility and the peaceful life of its residents. 


During the current year, this project will undertake successive 
phases while an adjacent property with a capacity for 125 
new lots will be developed as demand grows. Thus, Square 
Dauville II, in the tradition of the previous project, calls 
for the construction of 32 semi-detached dwellings and 93 
single-family dwellings. 


Terrebonne offers strong urban potential 


The municipality of Terrebonne is home to the Havre-du-Lac 
project, where Grilli is developing a lakeside residential project 
tailor-made for young families looking for a peaceful location 
to raise their families. With a total capacity for 160 homes, 
the first 78 serviced lots were sold in bulk to a local builder. 
This project, which marks the Company’s breakthrough in the 
eastern part of Montreal’s North Shore, will continue to grow 
in 2004 with the development of 40 residential lots. 


The dynamism of this project reflects the surrounding 
municipality. In fact, Terrebonne is seen as a very energetic 
city in terms of urban development. Grilli recognized its 
potential and discovered a favourable environment for 
the development of sites in keeping with its rules and 
ambitions. For this reason, the Company owns a huge 6.6- 
million-square-foot property in Terrebonne on which it will 
develop a major real estate project over the coming years. 


Club St-Raphaél winds up its development on 
lle Bizard 


Launched in 1992, the Club St-Raphaél project, located at 
_ the edge of a golf course and fle Bizard regional park, is in 
the process of being completed, with the start this fall of 
its last phase comprising 26 lots. By the conclusion of the 
project, Grilli will have serviced a total of 225 lots. This will 
mark the end of an outstanding project which bears the 
Company’s hallmark through the exceptional quality of life 
it offers its residents. 


In Pincourt, a major project gets under way 


The Domaine de la Forét offers a potential development 
area of 6.6 million square feet. This project will be able to 
accommodate nearly 600 homes, built in the middle of a 
generous natural setting and a hundred-year-old forest. 
Grilli was given the option of acquiring this vast property in 
steps, based on demand, at a pre-established cost. An initial 
phase of 44 lots now have municipal infrastructures, thus 
underlining the start of another major real estate project. 


The development of 60 new lots is planned for the current 
year. This huge project will provide the Company with a 
sustained level of activity for many years to come. 


Home construction: an increasingly diversified 
and profitable activity 


While it experienced a slowdown compared with last year 
in terms of number of homes sold, stemming from the 
shortage of land available for construction in the sectors 
served by the Company, the residential construction 
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division sold 87 properties spread over seven projects, Outlook points to continuity and recurrence 
mainly in the Montreal boroughs of Pierrefonds, ile Bizard 
and Kirkland, as well as in the municipalities of Saint-Lazare Grilli began the current year with high-quality assets. Its 
and Vaudreuil-Dorion. land assets portfolio remain impressive, comprising over 
50 million square feet. The projects under way dovetail 
On the other hand, the Company increased the average _ perfectly with the expectations of its markets. Overall, Grilli 
price of its homes to match the rate of development of its will develop over 500 lots during fiscal 2004. 
markets, which significantly improved its division’s operating 
| margins and partially offset the impact on profitability of | Apart from all these financial considerations, the success of 
the decline in total sales. future years will always stem from the open-mindedness 
| and desire of its management team to conduct its business 
This division’s main feat in 2003, however, remains the —_ using an evolutive real estate approach. The Ecoterritoire 
launching of the Alta Vista project, a luxury condominium — des Rapides-du-Cheval Blanc project in the west end of 
complex in the borough of Kirkland comprising two towers = Montreal is a fine example. It was chosen as a pilot project 
containing 48 units. Meeting the needs of part of its clientele, in order to establish a land development procedure bringing 
Grilli brought to the Alta Vista the same standards of — together Grilli, the municipality, stakeholders from the 
architectural quality, design and comfort that it has applied © Agence Métropolitaine des Transports and the Ministére de 
| for over 30 years. Located close to services, in the heart of —__l’Environnement. Through this concerted planning effort 
the sector’s commercial district, this prestigious complex designed to meet the highest environmental, public service 
will welcome its first residents during the current year. and user-friendly standards for a better quality of life, Grilli 


ensures that the synergy of the stakeholders leads to the 
creation of a real estate project that meets its community’s 
wishes. 


Residential construction should experience a noticeable 
increase, driven initially by the expected sale of half of 
the 48 Alta Vista condominium units. Also, the number of 
more traditional home sales on properties serviced by Grilli 
should reach one hundred, covering mainly the Pierrefonds 
and Pincourt projects. 


Apart from the activities described above regarding current 
projects, Grilli will launch new projects in Blainville and 
Saint-Lazare this year. In Blainville, the Domaine du Ruisseau 
Jasmin, located in the heart of the city and next to a school 
currently under construction, will see the development 
of 150 lots, 80 of which received firm offers to purchase 
this fall from two residential builders. Following a recent 
acquisition, it is expected that 20 out of a possible 60 lots in 


Saint-Lazare will be developed, averaging 20,000 square feet. 


With its ever-changing projects, a still-favourable economic 
climate and real estate assets that generate recurrent 
commercial activities, Grilli is indeed in good economic 
health. Its future is equally reassuring. Its creative and 
dedicated personnel remain its main asset and are primarily 
responsible for the achievement of the Company’s corporate 
objectives. 


In 2004 and for many years to come, Grilli will continue to 
prosper as its markets develop. It will do so in harmony 
with its community and business partners, who have all 
contributed in the past to the Company’s success and to 
the application of its business model. It will continue to 
develop its own assets and will demonstrate once again its 
ability to generate profitable long-term activities. 


Mario Grilli 
President of the Board and Chief Executive Officer 


Looking Information”. 
Vision, Strategy and Basic Activities 


Grilli’s two divisions, land development and residential 
construction, operate in a cyclical industry where variations 
can only be foreseen six to twelve months in advance. Its 
global strategy, therefore, must include the tools required 
for major and rapid adjustments, to ensure its fulfilment 
and the achievement of long-term objectives. 


Land development projects are all located in Montreal 
or in the immediate vicinity. Since the primary resource 
is not renewable, management must always be on the 
lookout for development opportunities, by recognizing 


MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 


These comments from management should be read in conjunction with the Report on management’s responsibility for financial 
statements, as well as with the consolidated financial statements contained in this annual report. They contain notably forward- 
looking statements that should be interpreted in light of the information contained in the section “Business Risks and Forward- 


consumer habits and choices and, particularly, by target- 
ing growth sectors where people wish to settle. A team 
of internal and external resources is specifically assigned 
to this segment of activity, as well as to the planning of 
projects on periods extending from six months to five 
years. Grilli holds all the necessary expertise for acquir- 
ing and financing land, obtaining the required municipal 
and environmental authorizations, obtaining the appro- 
priate zoning, preparing feasibility studies, filing for sub- 
division, installing infrastructures, marketing, selling and 
financing buyers, if necessary. To this end, year after year, 
the Company uses the funds generated by land sales to 
reinvest in its future. 


Grilli’s vision is to create real estate projects that will 
appeal to families in terms of urban development, envi- 
ronmental-friendliness and quality of life. Land acquisitions 
will therefore be carried out by following this strategy, with 
a medium-term development horizon, and by complying 
with the financial requirements that will allow it to achieve 
attractive operating margins. However, the reinvestment of 
our cash flows in the land portfolio varies from one year to 
the next, and will depend on opportunities and availabili- 
ties. To ensure its growth, the Company’s strategy allows for 
land acquisitions that are superior or at least comparable 
in quantity or value to that depleted during the previous 
year, in order to maximize the shareholder’s wealth over 
the long term. 


Regarding the construction of single and multiple type — 


housing, the Company’s 30 years of superior-quality resi- 
dential achievements have earned it a solid reputation. Its 
construction activities are concentrated mainly in the 
west end and to the west of Montreal, where its internal 
and external teams operate. This division works in close 
cooperation with the land development division to ensure 
an adequate supply of serviced lots and thus function at 
optimum capacity. Management hopes to build about 100 
homes a year, a rate that would allow it to make maximum 
use of its available teams and minimize construction costs, 
without compromising the quality of products delivered. 
The year 2003 marked the launching of a new luxury con- 
dominium project in the Kirkland borough, the Alta Vista. 
By entrusting responsibility for its construction to a quali- 
fied general contractor, Grilli was able to add this project 
to its activities without compromising its winning strategy 
regarding the optimum use of subcontractors for the con- 
struction of single type housing. Its current experience with 
this condominium project will dictate the direction it will 
take in this market niche. 


Operating Results 


Consolidated revenues for the year ended August 31, 2003 
reached $50.2 million, compared with $47.5 million the 
previous year, corresponding to our stability forecasts 
established a year ago. Land sales jumped by $10.6 mil- 


lion. This significant 48% increase can be attributed to 
record sales of 223 serviced lots located in the Blainville 
Fontainebleau project, to the start-up of the new devel- 
opment project launched this year in Terrebonne, and to 
substantial bulk land sales in the Montreal boroughs of 
Kirkland, Dollard-des-Ormeaux and Ste-Anne-de-Bellevue, 
as well as in Vaudreuil-Dorion. This performance was offset, 
however, by a 30% decline in home sales, due to a short- 
age of available land in the geographic sectors served by 
the Company’s residential construction division; however, 
management successfully focused on improving operating 
margins. 


Since the current order book augurs well for a sustained 
economic activity, the Company expects to achieve a 
level of activity in 2004 comparable to that recorded this 
year, at least in terms of sales of homes and serviced lots 
in sectors currently under development. On the other 
hand, the demand for bulk land, whether commercial, 
industrial or residential, is more difficult to evaluate. Our 
luxurious Alta Vista condominium project will welcome 
its first owners in the spring of 2004 and its impact 
on sales should be felt strongly in the third and fourth 
quarters, with total sales of $6 million expected for the 
coming year. 


Earnings from real estate activities rose sharply to $13.1 
million or 26.3% of real estate sales, versus $9.8 million 
or 20.9% in 2002. A market-based house selling price 
adjustment significantly helped improve the Company’s 
residential construction division’s operating margins, 
which increased from 8.9% to 12.4% in 2003. But above 
all, it was the contribution of land sales, with margins of 
32.0%, comparable to 2002, which when applied to pro- 
portionally higher sales boosted the overall gross profit 
margin. The coming year should see similar operating 
margins per sector of activity, generating an overall mar- 
gin based on the sales mix. 


General and administrative expenses increased by 13.4% 
compared with 2002, due mainly to the greater number 
of implementation studies conducted for our various 
projects in the planning phase. 
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A non-recurring gain of $500,000 was recorded during 
the year following an out-of-court settlement of lawsuits 
undertaken by the Company several years ago; compara- 
tive results for 2002 show a gain related to remission of 
debt of $1.2 million corresponding to the Company’s stake 
in Les Rives des Chenaux inc., a joint venture in which it 
held, at that moment, a 66.67% interest. 


The overall provision for income taxes stood at 3.6% 
compared with 5.8% for the previous year. Since the 
Company had demonstrated its ability to generate sig- 
nificant future taxable earnings, the valuation allowance 
related to past operating losses was not only reduced as 
a result of the earnings recorded, but it has now been 
completely reversed, since management considers that it 
is now more likely than not that these future income tax 
assets will be realized, for an impact of $2.5 million. 
Moreover, another future income tax asset of $965,000 was 
recorded following the wind-up of the subsidiary Granmont 
Realties Ltd, a transaction that will allow the Company to 


98 Mortgage loans on total assets ratio 


2000 2001 2002 2003 


—#— Incurred interest coverage by EBITDA 


use additional fiscal operating losses next year. These two 
elements explain the major difference between the provi- 
sion for income taxes and the statutory tax rate. 


Since the different elements included in future income tax 
assets are now fully recognized in the financial statements, 
except for the part related to net capital losses, the provi- 
sion for income taxes for future years will be comparable to 
the statutory tax rate. 


Net earnings posted for the fiscal year ended August 31, 
2003 therefore stood at $11.2 million or $0.79 per common 
share, versus $8.6 million or $0.60 per share for 2002, up 
more than 30%. With the operating margin at 26.3%, the 
exceptional gain, as well as the creation of new future income 
tax assets, we are heading toward net earnings exceeding 22% 
of sales. With a lower operating margin, no non-recurring 
items and a provision for income taxes close to the statutory 
tax rate, the Company can expect to be able to deliver in the 
coming years a net return on sales in the 10 to 15% range. 
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Balance Sheet Assets 


Total assets now stand at $51.8 million, compared with 
$36.0 million in 2002. The strongest increase came from 
land held for development, which reached $25.0 mil- 
lion as at August 31, 2003 versus $19.0 million a year 
earlier, resulting from acquisitions totalling $13.4 mil- 
lion in Blainville, as well as in the Montreal boroughs of 
Beaconsfield, Pierrefonds and Ste-Anne-de-Bellevue. This 
increase was also due to the addition of capitalized costs 
of $15.0 million, consisting mainly of new municipal infra- 
structures. 


The Company has no plans of slowing down its develop- 
ment and hopes to pursue its land acquisition plan, the 


focal point of its operations. With some sectors now 


saturated, the Company initiated a geographic diversifica- 
tion process two years ago involving acquisitions in cities 
with strong development potential like Terrebonne and 
Blainville; others will follow. 


Single and multiple type housing under development 
increased by $4.7 million this year with the new Alta Vista 
condominium project, which accounted for $2.1 million 
of capitalized costs as at August 31, 2003. Mortgages and 
other receivables were also up, with an increase of $3.3 
million caused by major transactions in 2003 that gener- 
“ated balances of sale. We expect accumulated costs for 
the condominium project to reach $6 million before sale 
of the units begins. 


Future income tax assets and liabilities comprise many 
items of different kinds: operating loss carryforwards that 
the Company feels can be used to offset its taxable earn- 
ings for future years; tax differences between the account- 
ing and tax basis of fixed assets, balances of sale and land 
held for development of its subsidiaries or joint ventures. 
The entire valuation allowance related to operating loss 
carryforwards previously recorded against future income 
tax assets was fully reversed this year, clearing the way 
for a return to an effective tax rate close to the statutory 
rate. 


Financing and Cash Flows 


Accounts payable increased slightly from $5.1 million to 
$6.2 million as at August 31, 2003, due to a provision for 
current income taxes payable not present in 2002, and to 
trade payables related to the new condominium project. 
Mortgage loans now stand at $6.3 million, putting the 
Company’s debt ratio at 12.1%, compared with 7.9% 
a year earlier; we had already announced last year that 
this unprecedented level would not be repeated. In fact, 
it is recommended that the Company use its manoeuvr- 
ing room and improve its profitability by relying on the 
beneficial effects of leveraging. In addition to negotiating 
the acquisition of several properties with balances of sale 
in 2003 and using more traditional financing on housing 
under construction, the Company initiated serious discus- 
sions with several financial institutions interested in pro- 
viding it with targeted financing for projects offering fast 
and substantial returns. 


Capital structure 
(In thousands of dollars) 
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Accounts payable and future income tax liabilities 


11 


Management Report 


$35,000 


$30,000 


$25,000 


$20,000 


$15,000 


$10,000 


$5,000 


$(5,000) 
1999 


While not yet finalized, firm financing offers totalling 
over $13 million were received for our Beaconsfield proj- 
ect, as well as for the Alta Vista condominiums. Other dis- 
cussions are under way to conclude agreements allowing 
us to increase our supply of serviced lots, without jeop- 
ardizing the very stable position of our cash flow. Major 
Canadian financial institutions are showing a renewed 
interest in doing business with the Company. While 2002 
saw the completion of its financial restructuring, 2003 
was a transition year in which our business model was 
recognized by several financial stakeholders. The year 
2004 looks even more promising in this regard, as many 
transactions should be finalized and new agreements con- 
cluded. Grilli is adopting a cautious approach to financing, 
leaving little room for long-term risky projects that could 
negatively impact its cash flow or even inflate its mort- 
gage loans on total assets ratio and increase the financial 
weight of its investments. The Company is therefore look- 
ing for opportunities that can achieve reasonable profit 
margins in a foreseeable future. 


(08) Cash flow provided by operations 


MP) Including land costs recovery through sales 


Cumulative evolution of cash flows 


(In thousands of dollars) 


2000 2001 2002 2003 


§2%4 Including land acquisitions and capitalized costs 


HH Net change in cash and cash equivalents 


Cash flows from operating activities reached $11.0 mil- 
lion, in addition to $22.4 million resulting from the 
recovery through sales of past capitalized costs. These 
funds were mainly used to cover $23.4 million of land 
investments, to offset the additional costs of $4.7 million 
in housing as well as the $4.4 million increase in mort- 
gages and other receivables, generating net cash flows of 
$2.6 million. For 2002, $19.8 million had been allocated 
to land acquisitions and capitalized costs on the $22.3 
million generated by operations and the recovery through 
sales of previously capitalized costs. The residual amount 
as well as the cashing of certain deposit certificates had 
allowed for the reimbursement of $4.6 million in mort- 
gage loans for virtually zero net cash flows. 


Our cash position therefore improved, rising to $5.5 million at 
the end of the year compared with $2.9 million in 2002. While 
hoping to maintain a security working capital, the different 
business opportunities that arise and our ability to finance 
them will determine our cash position a year from now. 
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Business Risks and Forward-Looking Information 


With a favourable economic climate, the Company should 
achieve its financial objectives in 2004 in terms of sales 
growth with, among other things, the delivery of the first 
condominium units of the Alta Vista project. To this end, 
it must keep abreast of the different risks that specifi- 
cally threaten the cyclical real estate industry and that 
are often beyond its control. These risks include the local 
and provincial economic situation, the level of consumer 
confidence in the economy, interest rate fluctuations, the 
Company's ability to obtain the various regulatory autho- 
rizations required for project start-ups and accessibility 
to appropriate financing. 


To guard against the possible impact of these risks, the 
Company carefully monitors various economic indicators, 
while remaining constantly in tune with its market. Thus, 
it makes sure to maintain an optimum inventory of homes 
and serviced lots, by adjusting its land investment strategy 
as needed. In addition, it takes all the necessary measures 
to obtain the required authorizations in a timely fashion. 
Lastly, the financial results of the past few years, the 
extremely stable financial position and the efforts invested 
over the past twelve months have shown very clearly that 
major Canadian financial institutions are ready to act as 
our financial partners for large-scale quality projects that 
are profitable over the short term. However, we will guard 
against accepting projects causing the Company excessive 
debt that could jeopardize its cash position in the event of 
a significant economic slowdown. 


The Company now finds itself in a position to effectively 
face the consequences of the various risks discussed, 
although it cannot see anything at present that consti- 
tutes a threat for its operations in the foreseeable future. 
Nevertheless, due to some of these external risks over 
which we have no control and the uncertainty of financial 
projections, future actual results may differ significantly 
from the forward-looking information contained in this 
report. In fact, by their very nature, forward-looking infor- 
mations are based on assumptions and uncertainties that 
may not materialize. The advised reader will therefore 


not put undue faith in these forward-looking statements, 
whether made expressly or implicitly. 


a \ 
Conclusion 


Significant sales growth, a gross profit margin up by 5.4 
percentage points and a more-than-30% increase in net 
earnings sum up the Company’s financial performance for 
2003. Favourable cash flows from operations once again 
made it possible to maximise the value of existing land 
and replenish the land portfolio through strategic acquisi- 
tions. 


The different economic regulatory authorities in the con- 
struction sector predict another excellent year in Quebec 
in terms of housing starts. As for economic forecasts, no 
sharp interest rate increase is anticipated over the short 
term. With the order book for homes already 75% full, 
the coming year looks very promising with sales that will 
benefit from new transactions associated with our Alta 
Vista project. Regarding profitability, Grilli should post 
very attractive overall gross operating margins, fluctuating 
according to the sales mix. As for net earnings, the effect 
on income taxes discussed previously will bring the net 
profit margin down to the 10 to 15% range. 


Grilli will pursue its land investment plan for 2004, by 
gaining access to more financing in order to bring the 
debt level to between 20 and 25% of total assets. It is 
convinced that this is an optimum capital structure, in 
that it will allow the Company to take on several new 
geographic markets, without deviating from its mission 
of designing future real estate projects guaranteeing a 
superior quality of life and meeting the highest design, 
architectural and environmental standards. 
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Management's responsibility 
for financial statements 


The accompanying consolidated financial statements of Grilli 
Property Group Inc. and all the information in this annual report, 
are the responsibility of management and have been approved 
by the Board of directors of Grilli Property Group Inc. 


These financial statements have been prepared by man- 
agement in conformity with Canadian generally accepted 
accounting principles and the recommendations of the 
Canadian Institute of Public and Private Real Estate Companies 
(CIPPREC). These financial statements include amounts that 
are based on best estimates and judgments. The financial 
information used elsewhere in the annual report is consistent 
with that in the financial statements. 


Management of the Company in furtherance of the integrity 
and objectivity of data in the financial statements, has devel- 
oped and maintains a system of internal accounting controls 
adapted to the industry in which it operates. Management 
believes that this system of internal accounting controls pro- 
vides reasonable assurance that financial records are reliable 
and form a proper basis for the preparation of the financial 
statements and that assets are properly accounted for and 
safeguarded. 


The Board of directors carries out its responsibility for the 
financial statements in this annual report principally through 
its Audit committee. The Audit committee reviews the 
Company’s annual consolidated financial statements and rec- 
ommends their approval to the Board of directors. The auditors 
appointed by the shareholders have full access to the Audit 
committee, with and without management being present. 


These financial statements have been examined by the audi- 
tors appointed by the shareholders, KPMG utp, chartered 
accountants. 


Mario Grilli 
Chairman of the Board 
and Chief Executive Officer 


Auditors’ report 
to the shareholders 


We have audited the consolidated balance sheet of Grilli 
Property Group Inc. as at August 31, 2003 and the consoli- 
dated statements of earnings, retained earnings and cash flows 
for the year then ended. These financial statements are the 
responsibility of the Company’s management. Our responsi- 
bility is to express an opinion on these financial statements 
based on our audit. 


We conducted our audit in accordance with Canadian gener- 
ally accepted auditing standards. Those standards require that 
we plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstate- 
ment. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting 
principles used and significant estimates made by manage- 
ment, as well as evaluating the overall financial statement 
presentation. 


In our opinion, these consolidated financial statements present 
fairly, in all material respects, the financial position of the Com- 
pany as at August 31, 2003 and the results of its operations 
and its cash flows for the year then ended in accordance with 
Canadian generally accepted accounting principles. 


KPC Ben 


Chartered Accountants 
Montreal, Canada 
November 7, 2003 


Consolidated Balance Sheet 
August 31, 2003, with comparative figures for 2002 


(In thousands of dollars) 


Assets 
Land held for development (note 3) 
Single and multiple type housing under development 
Rental property 
Mortgages and other receivables (note 4) 
Property and equipment (note 5) 
Investments (note 6) 
Cash and cash equivalents 
Deposit certificates (note 7) 
Future income tax assets (note 14 (a)) 


Liabilities 
Accounts payable (note 8) 
Mortgage loans (note 9) 
Future income tax liabilities (note 14 (a)) 


Shareholders’ Equity 
Capital stock (note 10) 
Contributed surplus (note 11) 
Retained earnings 


Commitments (note 13) 


See accompanying notes to consolidated financial statements. 


On behalf of the Board: 


Director 


Director 


2003 2002 

$ 25,046 § 19,050 
8,970 4,253 
276 283 
9,578 6,279 
436 414 

326 706 
5,513 2,909 
— 509 
1,667 1,567 

$ 51,812 § 35,970 
$ 6,244 § 5,135 
6,262 2,844 
84 = 
12,590 7,979 
8,508 8,508 
420 420 
30,294 19,063 
39,222 27,991 
$ 51,812 $ 35,970 
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Consolidated Statement of Earnings 


ended August 31, 2003, with comparative figures for 2002 
(In thousands of dollars, except per share amounts) 2003 2002 
Revenues: 
Real estate sales $ 49,686 $ 46,969 
Interest and other 548 578 
50,234 47,547 
Expenses: 
Cost of real estate sales 36,607 BAS 
General and administrative 2,334 2,059 
Financial expenses (note 12) 16 ley 
Amortization 123 103 
Amortization of goodwill — 113 
39,080 39,580 
Earnings before the undernoted 11,154 7,967 
Gain related to final settlement of lawsuits undertaken 
by the Company 500 — 
Gain related to remission of debt — 1,174 
Earnings before income taxes 11,654 9,141 
Income taxes (note 14): 
Current 747 76 
Future (324) 454 
423 530 
Net earnings $ 11,231 $ 8611 
Earnings per common share $= 0.79 $ 0.60 
Consolidated Statement of Retained earnings 
ed August 31, 2003, wit! ymparative figures tor 2002 
(In thousands of dollars) 2003 2002 
Retained earnings (deficit), beginning of year: 
As previously reported $ 19,063 $ (16,328) 
Reclassification (note 11) — 26,780 
As restated 19,063 10,452 
Net earnings 11,231 8,611 
Retained earnings, end of year $ 30,294 $ 19,063 


See accompanying notes to consolidated financial statements. 


Consolidated Statement of Cash Flows 
Year ended August 31, 2003, with comparative figures for 2002 


(In thousands of dollars) 2003 2002 
Cash and cash equivalents provided by (used in): 
Cash flows from operating activities: 
Net earnings S 11,231 $ 8611 
Non-cash items: 
Gain related to remission of debt — (1,174) 
Amortization 123 103 
Amortization of goodwill _— ie} 
Future income taxes (324) 454 
Loss on disposal of property and equipment 4 Z 
11,034 8,109 
Land held for development recovered through sales 22,395 14,204 
Acquisitions and capitalized costs on land held for development (23,399) (19,774) 
Single and multiple type housing under development (4,717) 1,832 
Mortgages and other receivables (4,352) (885) 
Accounts payable 1,076 (2,352) 
2,037 1,134 
Cash flows from financing activities: 
Mortgage loans (217) (4,568) 
(217) (4,568) 
Cash flows from investing activities: 
Rental property (9) 205 
Additions to property and equipment (113) (113) 
Investments 380 (2) 
Deposit certificates 509 2,901 
Net cash assumed on acquisition of land through a joint venture 17 — 
Net cash assumed on business acquisition — 10 
784 3,001 
Net increase (decrease) in cash and cash equivalents 2,604 (433) 
Cash and cash equivalents, beginning of year 2,909 3,342 
Cash and cash equivalents, end of year $5,513 $ 2,909 


See accompanying notes to consolidated financial statements. 
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Notes to Consolidated Financial Statements 


Year ended August 31, 2003 
(Tables in thousands of dollars unless otherwise noted) 


The Company is incorporated under Part 1A of the Companies Act 
(Quebec) and is involved in the following activities: 


(i) acquisition, development and sale of land; 


(ii) construction and sale of single and multiple type homes. 


1. Significant accounting policies: 
(a) General: 


The consolidated financial statements are prepared in accordance 
with Canadian generally accepted accounting principles and the rec- 
ommendations of the Canadian Institute of Public and Private Real 
Estate Companies (CIPPREC). 


(b) Basis of consolidation: 


The consolidated financial statements include the accounts of the 
Company and those of all of its subsidiaries and joint ventures. 


The Company uses the proportionate consolidation method to 
account for its proportionate share of the assets, liabilities, revenues 
and expenses of its joint ventures. The principal components of this 
proportionate interest included in the consolidated financial state- 
ments are as follows: 


9023-5300 | Les Rives des | 
Québec Inc. | Chenaux Inc. 


2003) (2002 

Balance sheet: 

Land held for development SS ASX $ — 

Cash and cash equivalents 12 — 

Accounts payable 19 — 

Mortgage loans 535 — 

Future income tax liabilities 275 — 
Earnings: 

Revenues —_ 84 

Gain related to remission of debt —_ 1,174 

Net earnings = ait 


As described in note 2, an additional equity interest of 33.33% of 
Les Rives des Chenaux Inc. joint venture was acquired on September 
30, 2001, at which date it became a wholly-owned subsidiary, and at 
which date its accounts were no longer included using the propor- 
tionate consolidation method. 


(c) Revenue recognition: 
i) Land sales: 


Revenue from land sales is recognized when the title of ownership 


passes to the purchaser, the Company has received an appropriate 
down payment and collection of the balance of sale is reasonably 
assured. 


ii) Home sales: 


Revenue from home sales is recognized when the title of ownership 
passes to the purchaser. 


(d) Land held for development and single and multiple type housing 
under development: 


Land held for development and single and multiple type housing 
under development are recorded on the balance sheet at the lower 
of cost and net realizable value. Cost includes direct costs, financial 
expenses and certain indirect costs, but excludes administrative 
expenses. Net realizable value represents the net sales price based on 
a reasonable sales period taking into account the Company's business 
plan and market conditions. 


(e) Rental property: 


The rental property is recorded at the lower of cost less accumulated 
amortization and net realizable value. Net realizable value is based 
on the net sales price based on a reasonable sales period taking into 
account market conditions. 


(f) Amortization: 
(i) Rental property: 


Amortization of the rental property is provided using the sinking 
fund method in annual amounts plus interest at the rate of 5% 
compounded annually so as to completely amortize the cost of the 
properties over their estimated useful life of 40 years. 


(ii) Property and equipment: 


Property and equipment are recorded at cost and are amortized 
according to the declining balance method at the following annual 
rates: 


Asset Rate 


Furniture, equipment and rolling stock 20 to 30% 


The sandpit is carried at cost less accumulated depletion, calcu- 
lated on a unit-of-production basis using estimated reserves. 


(g) Cash and cash equivalents: 


Cash and cash equivalents consist entirely of cash. 


Notes to Consolidated Financial Statements 


Year ended August 31, 2003 


(Tables in thousands of dollars unless otherwise noted) 


(h) Income taxes: 


The Company follows the liability method of accounting for income 
taxes. Under this method, income taxes must reflect the expected 
future tax consequences of temporary differences between the 
accounting basis of assets and liabilities and their tax basis. Future 
income tax assets and liabilities are determined for each temporary 
difference based on the currently enacted, or substantively enacted, 
tax rates expected to apply when the underlying income or expense 
items will be realized. A valuation allowance is recorded against any 
future income tax asset if it is more likely than not that the asset will 
not be realized. The effect of changes in tax rates on future income 
tax assets and liabilities is recognized in income in the year the 
changes occur. 


(i) Use of estimates: 


The preparation of financial statements in conformity with generally 
accepted accounting principles requires management to make esti- 
mates and assumptions that affect the reported amounts of assets 
and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of rev- 
enues and expenses during the reporting period. Actual results could 
differ from these estimates. 


2. Business acquisitions: 


On September 30, 2001, the Company acquired 33.33% of the shares 
of Les Rives des Chenaux Inc., a joint venture in which it already held 
66.67% of the shares, for a total consideration of $1. The purchase 
price discrepancy of $146,309 caused by the negative book value of 
the acquired company has been entirely allocated to land held for 
development. Immediately following the acquisition, all of the net 
assets of the acquired company were liquidated into the Company. 
This transaction has been accounted for by the purchase method, 
under which the results of operations are included in these consoli- 
dated financial statements from the date of acquisition. 


2002 

Net assets acquired: 
Cash $ 10 
Land held for development 384 
Mortgages and other receivables 209 
603 

Less: 

Accounts payable 189 
Income taxes payable 18 
Mortgage loans 396 
603 
Purchase price, being the net assets acquired $ = 


3. Land held for development: 


During the year, costs totalling $14,957,000 were capitalized to land 
held for development as follows: 


2003 2002 
Municipal services $ 13,391 $ 12,204 
Real estate taxes 636 630 
Financial expenses (note 12) 235 54 
Other direct costs 695 241 
$ 14,957 Seles 

4. Mortgages and other receivables: 
2003 2002 
Mortgages receivable $ 5,644 $ 2,625 
Trade, receivable within one year 3,934 B23 
Advances to related companies _ 334 
Advances to non-related companies _— 88 
Se 9578) $ 6,279 


Mortgages receivable bear interest at an average annual rate of 5.3% 
and mature as follows: 


2004 $ 2,923 
2005 Zien 
$ 5,644 


5. Property and equipment: 


2003 2002 

Accumulated Net book Net book 

Cost | amortization value value 

Sandpit iS 1804 3S 82 1 $ 98 S$ 93 
Furniture, equipment 

and rolling stock 976 638 338 321 

So1;156 1-5 W20489 24500, S$ 414 
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Notes to Consolidated Financial Statements 


Year endea August 31, 2003 


(Tables in thousands of dollars unless otherwise noted) 


6. Investments: 


9. Mortgage loans: 


2003 2002 2003 2002 
Portfolio investment, at cost $ 25 S 405 Land held for development: 
Advance to a related company 301 301 Mortgage loans, payable on release, at rates 
varying between 5% and 6% with the 
: se 2 ae exception of one loan bearing interest at 
prime plus 1%, maturing at various dates 
an : 4 up to 2006, including a non-interest bearin 
The portfolio investment represents a 5% equity interest in a private chiens OE GAIS arc to a company 
elementary educational institution. This investment is non-inter- controlled by a person related to the 
est bearing and has no particular redemption features; the carrying majority shareholder (notesle) eee > fot 
value approximates the fair value. All of the $380,000 preferred share Simple and beavis type housing 
‘ : ° ; ane : under development: 
investment in the reels company of Béton Grilli Inc. held in 2002 Montenpelloansipayabiecsn Jemandiamrares 
was redeemed during the year. varying between 4.9% and 6.5% 1,871 271 
The advance to a related company was created as a result of the sale ar ate rey ne 
aie : “rs ortgage loan, at a rate of 6.2%, payable In 
of a former subsidiary named Béton Grilli Inc. A person related to the monthly installments, maturing in 2004 153 180 
Company’s majority shareholder currently owns this entity. This non- ; 
; . ; ; : ve Property and equipment: 
interest bearing advance is subordinated to certain specified debts of Loans, at rates varying between 0% and 8.10%, 
the debtor. Despite this fact, the debtor has expressed its intention payable in monthly installments, maturing 
to reimburse this advance from the Company in the near term, which ee HIS Cote os oT 2 
enables us to conclude that its carrying value approximates its fair $6,262 $2,844 


value. 


7. Deposit certificates: 


The deposit certificates held as at August 31, 2002 were given as 
security for letters of guarantee issued in favour of municipalities in 
which the Company was proceeding to install municipal services. 


These deposit certificates were cashed in during the year. 


8. Accounts payable: 


2003 2002 

Trade accounts payable and accrued liabilities $ 4,480 $ 4,376 
Income taxes payable 853 (ASif 
Clients’ deposits 911 502 
$ 6,244 $ 5,135 


As at August 31, 2003, principal repayments on mortgage loans out- 
standing are due as follows: 


2004 $ 3,636 
2005 1,802 
2006 822 
2007 eZ 

$ 6,262 


10. Capital stock: 
Authorized: 
Unlimited number of voting common shares, without par value 


Unlimited number of first and second rank preferred shares, with- 
out par value, non-voting, issuable in series 


Issued and paid-up: 


2003 2002 
8,508 S 8,508 


14,237,763 common shares $ 


Notes to Consolidated Financial Statements 


Year ended August 31, 2003 


(Tables in thousands of dollars unless otherwise noted) 


11. Contributed surplus: 


During 2001, the Company undertook a restructuring consisting 
of a reduction of the issued and paid-up capital stock account by 
way of contributed surplus in the amount of $27,200,000, and an 
arrangement aimed at reducing the amount of cumulative preferred 
dividends on the former Class B common shares, now designated as 
common shares of no particular category. 


The shareholders having ratified this financial restructuring during an 
annual and special meeting of the shareholders in order to restate 
the retained earnings, the accumulated deficit of $26,780,000 as at 
November 30, 2000 has been completely eliminated through the 
reduction of substantially all of the contributed surplus. This item, 
which was presented in 2001 as contributed surplus, was reclassified 
retroactively against the deficit in 2002. 


12. Financial expenses: 


2003 2002 
Financial expenses incurred: 
Mortgage loans $ 261 $ 107 
Others 13 131 
274 238 
Less financial expenses included in 
the statement of earnings: 
Cost of real estate sales 14 40 
General and administrative 9 12 
Financial expenses 16 132 
39 184 
Financial expenses capitalized (note 3 $ 235 $ 54 


13. Commitments: 


As at August 31, 2003, minimum lease payments under operating 
lease agreements total $168,000 and will all be made in 2004. 


In order to undertake the construction of its Alta Vista condominium 
project, the Company has granted a turn-key, cost-plus contract to 
general contractor Dancon Inc., owned by a director of the Company. 
Construction costs under this contract are estimated at $8.5 million, 
of which $1.4 million has already been incurred as at August 31, 
2003. 


\\ 


14. Income taxes and future income taxes: 
(a) Future income taxes: 


The tax effects of temporary differences that give rise to a significant 
portion of the future income tax assets and liabilities are as follows: 


2003 2002 
Future income tax assets: 
Operating loss carryforwards Seeeesoy S 3,851 
Capital loss carryforwards 776 776 
Difference between the accounting basis 
and tax basis of property and equipment 143 179 
3,569 4,806 
Valuation allowance __ (776). (2,996) 
2,793 1,810 
Future income tax liabilities: 
Difference on mortgages receivable (710) (59) 
Difference between the accounting basis and 
tax basis of land held for development 500 184 
(1,210) (243) 
Net future income tax assets $ 1,583 $ 1,567 


The following presentation has been adopted to reflect the fact that 
items resulting in future income taxes relate to more than one legal 
entity, subject to more than one tax jurisdiction: 


2003 2002 
Future income tax assets $ 1,667 $ 1,567 
Future income tax liabilities (84) = 


So 1,583 $ 1,567 


Management considers that it is more likely than not that the future 
income tax assets will be realized in the near future, and that an addi- 
tional valuation allowance is therefore not required. 


(b) Loss carryforwards: 


For income tax purposes, the Company has loss carryforwards for 
which the tax benefit is entirely recorded as at August 31, 2003. 
These losses can be claimed for the fiscal years ending on August 31 
of the following years: 


Federal Provincial 
2004 $ 3,093 $ 13 
2005 1,708 38 
2006 1,380 16 
2007 1,325 1 
2008 if 4 
2009 3,043 3,043 
2010 18 18 


$10,574 $ 3133 
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Notes to Consolidated Financial Statements 


Year ended August 31, 2003 
(Tables in thousands of dollars unless otherwise noted) 


14. Income taxes and future income taxes (continued): 
(b) Loss carryforwards (continued): 


Furthermore, the Company has Federal deductible capital loss car- 
ryforwards totalling $3,509,000 which can be claimed indefinitely 
during future years. The tax benefit of these losses has not been 
recognized in the consolidated financial statements. 


(c) Income taxes: 


The Company’s provision for income taxes consists of the following: 


2003 | 2002 
Provision for income taxes computed using the | 
statutory tax rate of 33.76% (2002 - 35.69%) Si 13:933 $ 3,262 
Increase (decrease) in taxes resulting from 
the following: 
Reversal of a portion of the valuation 
allowance on future income tax assets (2,488) (3,123) 
Use of loss carryforwards at different rates 
from those at which they were initially 
recorded (136) 326 
Federal large corporations tax 60 40 
Previously unrecorded underlying 
tax benefit of operating losses (965) — 
Recognition of future income taxes on 
new temporary differences at a rate 
differing from the statutory rate 66 = 
Others (47) 25 
Current and future income taxes $ 423 $ 530 
15. Consolidated statement of cash flows: 
2003 2002 
Interest paid $ 224 $ 378 
Income taxes paid 52 645 


Non-cash operating and investing activities: 


A portion of the land purchased during the year in the amount of 
$4.3 million was financed by mortgage loans totalling $2.4 million. 
The cash consideration for the purchase of this land was therefore 
$1.9 million. 


16. Related party transactions: 


During the year, the Company entered into the following transactions 
with companies controlled by persons related to its majority share- 
holder. These transactions occurred in the normal course of business 
and are measured at the exchange value which represents the consid- 
eration established and agreed to by the related parties. 


2003 2002 

Management fee revenue $ 111 $ 90 
Rental revenue 16 36 
127 $ 126 

Cost of real estate sales S 2153 $ 2,161 
General expenses 118 113 
Smee S$ 2274 


At year-end, the amounts due from (due to) these companies are as 
follows: 


2003 2002 
Advance $ 301 $ 634 
Trade accounts payable and accrued liabilities (181) (346) 


The above-mentioned Advance, as well as the transaction giving rise 
to it are described in note 6, Investments. 


During the year, the Company added land to its inventory through an 
interest in a joint venture, acquiring 50% of the issued capital stock 
of 9023-5300 Québec Inc. for a total consideration of $651,000, to 
be paid in three equal and non-interest bearing annual instalments 
beginning on December.1, 2003. The shares were acquired from a 
company controlled by a person related to the majority shareholder. 
This transaction was undertaken in the normal course of land acqui- 
sition activities, and was recorded at the exchange amount, which is 
the consideration established and agreed to by the related parties. 
Besides an initial disbursement of $608,000 serving to finance the 
joint venture’s ongoing operations, the application of the proportion- 
ate consolidation method for investments in joint ventures to this 
transaction resulted in an increase in land held for development of 
$2.6 million, offset by an increase in mortgage loans of $1.2 million, 
a decrease in mortgages and other receivables of $451,000 and a 
decrease in the net future income tax asset of $308,000. 


Notes to Consolidated Financial Statements 


Year ended August 31, 2003 


(Tables in thousands of dollars unless otherwise noted) 


In order to undertake the construction of its Alta Vista condominium 
project, the Company has granted a contract to general contractor 
Dancon Inc., owned by a director of the Company. This turn-key, 
cost-plus contract was granted in the normal course of business and 
respects the market conditions at the time the contract was entered 
into. This transaction was recorded at the exchange amount, which 
is the amount established and agreed to by the related parties. At 
the end of the year, amounts billed to the Company by the general 
contractor and included in single and multiple type housing under 
development totalled $1.4 million, of which $747,000 unpaid as at 
the balance sheet date was paid thereafter. 


17. Financial instruments: 
(a) Credit risk: 


Considering the type of assets sold, the Company does not have a 
significant exposure to any individual customer or counterparty. The 
Company holds a first hypothec on properties sold until their com- 
plete repayment by the client. The Company establishes an allowance 
for doubtful accounts by evaluating potential losses on repossession. 


(b) Interest rate risk: 


The Company is exposed to the risk of interest rate fluctuations on 
a mortgage loan relating to land held for development and on mort- 
gages obtained on housing under development. 


(c) Fair value of financial instruments: 


The carrying value of mortgages and other receivables, deposit cer- 
tificates, investments as well as of accounts payable and accrued 
liabilities approximates their fair value, given the short-term nature of 
these instruments. Additional information concerning the fair value 
of investments is provided in note 6, Investments. 


As prevailing rates for mortgage loans correspond to prevailing market 
rates for similar instruments, the carrying value of this financial liabil- 
ity approximates its fair value. 


\\ 
18. Segmented information: 


The Company operates in two different segments: land development 
and residential construction. 


The accounting policies of these segments are the same as those 
described in the summary of significant accounting policies. Return is 
evaluated based on earnings from operations. None of the segments 
rely on only one external customer. 


Inter-segment sales are recorded at market values as if the sales were 
made to third parties. All revenues are earned in Canada. 


Segmented information is as follows: 


2003 2002 
Revenues: 
Land development —  $ 32,484 S$ 21,883 
Residential construction 21,550 30,660 
Inter-segment eliminations (4,348) (5,574) 


$ 49,686 $46,969 


Earnings from operations: 
Land development $ 10,398 $ 7,053 


Residential construction 2,681 2,743 
13,079 9,796 
Gain related to settlement of lawsuit 
undertaken by the Company 500 — 
Gain related to remission of debt — 1,174 
Other revenue 548 578 
General and administrative expenses (2,334) (2,059) 
Financial expenses (16) (132) 
Amortization (123) (216) 
Income taxes (423) (530) 
Net earnings eS 41231 $ 8,611 
2003 2002 
Assets: 
Land development $ 34,533 S 252351 
Residential construction 10,843 6,050 
Other unallocated items 6,436 4,689 


$ 51,812 Sie 59720 


19. Comparative figures: 


Certain of the August 31, 2002 comparative figures have been reclas- 
sified in order to conform with the current year’s presentation. 
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